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MANILA FOR USADB 

E.0. 11652: N/A 
TAGS: ADB.EGEN.UK 

SUBJECT: ADB LIKELY TO CUT LENDING RATE 
REF: (A) STATE 156569; (B) LONDON 1 1313 

INSTRUCTIONS TO THE UK DIRECTOR OF THE ASIAN DEVELOPMENT 
BANK (ADB) ON THE ISSUE OF LOWERING THE ADB LENDING RATE 
TO 8.25 PERCENT HAVE BEEN PREPARED. THEY EXPLAIN THAT 
ALTHOUGH THERE IS CONSIDERABLE FORCE IN THE AMERICAN 
ARGUMENT THAT NO REDUCTION IS JUSTIFIED, IT IS REALISTIC 
TO EXPECT SOME REDUCTION AND TO FOCUS ON MINIMIZING THE 
DECLINE. THE UK WILL THUS AIM AT HOLDING THE LENDING 
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RATE DECLINE AT 8.5 PERCENT. THIS RATE IS JUSTIFIED BY 
ASSUMING THAT 0.5 PERCENT ADMINISTRATIVE COST IS A MORE 
ACCURATE ESTIMATE THAN 0.28 PERCENT AS CALCULATED BY THE 
ADB STAFF. HMG FEELS THAT IT MAY EVEN BE DIFFICULT TO 
HOLD THE LINE AT 8.5 PERCENT. 
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